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HEMGBANDIM FOR: Deputy Divector/Intelligence
SIBJBROT Bockground for OFEP Discussion of Beviesd NSC STOM/L

1. The Natiomal Security Couneil has requested the CFEP %o re-
view US economic defense policy (WSC 5704/1). The Chmirman of the
CFEF in turn yequested ZDAC, on 25 June 1957, to review all aspects
of this policy with the exception of those portions related to Ud
unllsteral controls on trade with Coammmist China which were sssigned
to a (PAP coumitteo under the chalmanship of the Under Secretary of
Commierce (Tab A), In sddition, the Chairman of CFEP requasted KDAC
to review and commnt on selected paragraphs of & JUS menorandes on
"Future Courses of Action with Respect to COCOM/CEINCOM™ (Tad B).
This policy review was prompted by the insbility of the United Stetes
to effect its proposed yevision of Chinz trade controls in
during ay 1957 (Tab C) and by o growing avarencss in the economic
defense community that, in the light of cwrrent conditions, the
exisbing US economic defense polioy clearly requires revisies as it
relates to Communist Chins.

2. LPAC's proposed revision of H3C 5T0%/1 and its comments on
on 7 snd 9 Auguat respectively (Tab D). The only wajor change con-
tained in the propoved poalicy revision 18 the elimination of an
explicit stotement of US intent to seek to maintain multilateral
differential trade controls toward Communist China (o0ld pavagraph 21).
The principal point of ifssus For (FEP determination relstes to the
substitute paragrapgh 1. Alternative A (proposed by State and
Treasury) explicitly lesves the door open for multilateral and bilateral
efforts to encourage otber countries to maintain "differential® treate
went towird Commnist China. Other agencies believe that paragraph 21
should be eliminated {alternetive B) since adequate policy direction

is provided in cther paragraphs -~ specifically pexagraphs 9, 10, and
18, As o compromise, four asgencies -- (cmserce, Defense, ODM, and
Agriculture ~- would support alternative €, vhich, lLike slternstive A,
would seek a form of differentisl comtrel bubt through bilateral
aryangenents only. Othey proposed changes are designed to conform US
policy to current conditions and to allow tha US to offer to COUOM,

this fall, a program vwhich will contain defensible proposals for
oomapdity controls and vhich will be negotieble within COCOM,
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3+ Paragreph 1% relating to intelligence support remains une
changsd) it reflects o cantinuing attenmpt to muke intelligence
matorials increasingly availsble and useful to the EDAC comsmmnity.
In this respect, & work program designed to implement the course of
svtion valled for in paragraph 9 (under either alternative) is
«WWW mmmm {(Tab B). CIAJORR (with
appropriste assistance from ! g preparing at.u&&w as outlined
wnder paragrephs (k) (a) and (b) (B) i1 of the work prograx
mvmmcﬁwm interost wmmmmgprwwwmw

(k) (v) 3, 344, and iv. The veview ¢f these epecial

mmt ptudies will be carried out through consultation and discug-
sion with representatives of CIA priscipale to GMIC, JAEIC, and SEC.

k, A CFEP meoting %0 discuse the policy revision is tentatively

sehwduled for Tusedsy, 80 August.

OTI0 E. GUTHE
Assistant Director
Regearceh and Reports
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